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DeCision No. 1~~!~ .• .l\~\~~\'r: 
. ~ ............ . 

BEFORE THE Pt1BLIC UTILITIES COMMISSION OF THE STATE OF, CALIFo.P.NIA ' 

Inth.e Hatter of the Application ot· ) 
, SOUTP.E?N CALIF07\.~IA GAS COM?ANY" a _ : 
corporation, for ~ order-' authorizing ) 
it to issue end sell two hundred : 
fifty-six thousand ,eight hundred. ...) 
(256,800) sha:::oes a:t par aggregating : 
Six Vdllion Four Hundred Twenty ) 
:'liousand Dollars ($6,.420,00'0) of : 
COlD7llon Stock under the proVisions' of ) 
Section 52 of the ~b11c Utilities 

"Act.,' .' 
-. - .... - , ..... ~ - - .... ~ ... ,... .... -.-. ...at __ .... ,'_ 

, 

. . 
) 

A'9P11 cation 
No. .3081.3· 

1..:. J..:.. 'Reynolds, for z-pp1icCll'lt; Fog,~ ArnooorEb" 
.A::sistant C:!. ty Attorney.; &. Ch:;l"le~ B~, Chief" 
Engineer and Genoral Manager, aad .I.:.. tl:.. C"tl'tl'bb" 
Assist(;Jlt Chief Engineer:., Board 'of Public 
Utilities ond Transportation, fer the City of 
Los '&''''geles, interested pa.rty; Clat:.enc~ A:..'Wind~r, 
Consul ting Engineer, ond :Rogel: Amebergh.". ,special 
counsel for Beverly Rills, Burb~~, El Segundo, 
Gardena, Glendale, Inglewood". ManJ:'I...a,ttan Bench, .' 
Monterey Park, Pasadena, s~ Fernando," S~ Y~r1l:lo, 
Southgate DIld South Pasadena., interested parties .. 

. " 

HO'LS, Commissioner 

This is an application 07 Southern California G~s' Company 
I , I • 

for permission to issue ond sell 256,,800 additionalzhares of common. 

stock of the par value of $2'5 each, and use the proccedsto.pay:'1l'r-'·' 

debtedncsz &le Pacific Lighting Corporation. 
', .. " , 

It is' propos~d" to· 

offer' the shares of stock ,at" the prie~ 0 t' $25 pcr share to· PD.c1'!1c 
I , . , 

ti:ghting Corpo,:"a.tion, O'WXler of all 01: ~pplic~tfs 'outstanding common 

'stock. 

Southern California Gas Company is 3. corporation org:mized· 
. '. . ".~ . ' 



" , 

/ 

Ca+ifO:rni~, .md is engaged in the ·business of ptu-cllasing, :dist~1-

butilig end selling natural gas as a ,public utility in the ,southern 
. .. .. , 

I portion of, the St~teof Cali~orn1Jl. 

As of 'November 30,1949, applicant reports assets .md ' r 

liD.'bili ties 'as follows:. ' 

Assets 

G:;;:.s plant, 
-Invcs,tment and fund' accounts 

$236,121,451.;4, . 
, ,,284,497-.68·, 

Current ,,~d accrued' assets: 
Cash and,' deposits ' 
R~ceivabl~s , ", " 
Mc~teria1s '61dsupp11es 
Propaymen ts: ',,' , ' ' 
O~i.cr, cur.rC!nt ml.d accrued' assets 

$6,717,659.1$: " 
, 5,,46SiO~6.2S: 
3,493/360 .. 1;', 

290; 652. 39: 
, 169'.18"4.58 

," 

,Total current .:md ClccrUcd(lssets 
Deferred debits 

. Co-pi tal stock discount D.nd expense, 

Total ~.ssots 

L1sb11i ties nnd Capital' 

Co~on capital, stock 
Preferred c.lpit:ll stock . 
Pl'emi1lro,s.. and assessments on co-pi tal 

stock 
Bonds, ',' , 
Curren.t :md accrued liabilit:t:es: ' 

Acco'tm t s p aya. blc 
Pa~ble, to' assoc'i<lted compDnies 
Customers f, ' depo,s1 ts: ' 
'l'axe'sacc:rued ' 
Interest', accrued, 
Othcrcurr.ent and,D,cerued 
, 1:La'bi1it1e:s 

Total current 'and aCCrIled 
1iabil1 tic's, 

Unamortized: premium. on debt 
CUstomers' aclv3n.ecs, for, construction' 
Other d~ter:red' ere<i,1t,$ 
Rese:rve f,or depreCiation of ga.s pl:mt 
Other reserves., ' 
Contri 'bu.t1ons:l..."'l aid of construction 
Ea!'n7dsurp lus, 

$4,21l~822.07 
8,S.31,.347wll 

329,162.40 
8,,995)667.46, 

34 7 ,,~;3'.26· 

932,140.22 .' 

, Total l1,::,oi11 ties and 
c~pi:ta~ 
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16,135,892., ;5 
119,.668::32 

1,597, 135'~ 45:, ' 

$~54, 2'58"645')A:: ' 

$ 46,080'" 000,.'00,'" 
, 22' 28,7: 350'.;:00,:" ,., ,,' 

I ..." 

2,400 ;000 ~ 00:, ' 
;7,148;,000 .. 00:" ' 

", , " 

'.~ . " ,,',' . 
~ .. . , 

, " 
,', 

. , 
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Unde:o its lio.bilitics al'plic~t shows $8,,8;1,347 .llp~y- : 

able- to associated 'comp.?:nics. ,It is ofr~cordth.:l t, SU'b~tan ti.:llly , 

allot that 'amO\n'l.t' is due Pacifi'c Lighting COl1'or~t1on ~e :,th~t, 'by 
." .. ' " .,' • ,to," '~ .... 

J:xn:u::.ry 1, 1950, applicant 'Will, owe, P.:lci:f'ic -Lighting, Corporation 
• II' • I • '. 

about $12,,000,,000. 

In EXhibit 2 applicant reports its est~t~d,gross ex-. 

penditures for c.dditions .mel. betterments during 19:;0 at $26,,875,,000, 
'. " I ' 

segregated as follow:;: 

P.;U·.C. 
Account 
Num'ber Desc.r1pt~on 

TANGIBLE FIXED CAPITAL 
Tr~5m1sci¢n Ca,itnl 
351 .. L~d. 
352 . Structures 
353, Mains, 
354 Compressor Station EqUipment 

-, :total· , 
Di$tribut1on Capital 

357,. Land. 
• 358: Structures. 

359' ' Mains' 
360;. Station Eq,uipment 
361: Services. -
362' Meters· and.· Regulators 
363 Meter'Assembly Install~tions 
368; Other' .Equi'pmcnt 

Total 
GenerD.l Capital 

3"10 L~d '. 
371' Structures 
372,.' Office, Fumi tureand. Equipment 
37'J:' ~:ronsport~tion Equipment 
374 Stores Equipment .. 
375, Shop -Equipment 

'376, LaboratoryEquipment. II. I 

377.. Construction EqUipment ~d Tools 
379 . MiscoU;meous Equ1pt:l.ent 

;'Total ' , 

Total.Base Cost 

General Construction Costs 
Intores.t~ ,During Constl"'.l"tion 

TotD.l.· Gross Add1ti'ons· 
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$'.2,780';'006.', 
110,.000":' 
.' " ;:," "",/"" 

. $2'6 ,'875':~·OQQ;'.,i: . 

, ~, ,I. 

( , 



. The t~stimony sh,o'W's the.t in addit10nto the $6.,420~OOO 
, . 

'Which applicant now. desires' :to Ob~C.in through the ·issue of 2.56.,300' 

shar~s of common stock, applicant 7 $ c~pl tal needs during 195,0 aggre

g~tc $.32.,875"000,, segregated. as folloW's: 

Gross capital add1tions,1950 

Estimate~cmO':.mt eompc.ny,'W'11:t o'Wo. on 
'short-term borrowings., J"cmuory 1, 1950' . . . 

Tota.l, 

$26~ 87 5~ OOO~ 

6,000,000· 

~32; 87.2,000,' 

To meet1ts obligo.tionsj ~pplicantproposcs toobtc1n 

tunds from the :f'ollo'W'ing,sources: 

Sale of. 'bonds 
Salco! common· stock 
Depreeiat:ton'~esc:rve 
Earned' surplus' ' 

Total 

,,, 

$20,000,'000,' , 
5., 000,,000: ' 
7.,400',000": 

-'475:,000', . 
'," 'i ... 

I ·,0 ".., 

$32,875,OQQ. , 
, ' 

No one qiles·tioned applic~t f s need for aa.di t1o~al 'cap1 tal'. 

There is incorpor~ted ~to' the record inth1s applic~tion - , . 

by l"ef~rcnce, certain tes·timony of:fc::red in Applico.tion No. 30299',1<J. 

rate proceeding. A 'Wi tnessfor applicant in that appl,ic:itiont~st1-

fied that if c.pplicent' s earnings on common stock rDnged~rom, $3~50 

to $3~75 a share and if it continued to,'pay diVidends .at $2~,40, a 
' ! ' , c ", 

' .' ',,, , I ' 

share". the stock" 'Would have- a l'.IltLrl~et valu~ of $40 a share •. ,On this. 

basis ~ purch~scr 'Would receive 6% on his investment. Counsel -for 

the ei ties tokes the position that through the issue o!' bonds rather 

t:b..ml stock the cost '0£ co.pit:ll will be le~s, .md"that the contin~ed, ". 
, 

•.• I,' 

pa.yment of":l%ll'lual diVidends, of $2.40 a ::hcre :l,:;'not 'W~rrente~, it the 
~. " 

sb..lres are issued o.t $25. The hearings .on Applicc.tion' No. 3029.9~ve, 

not 'been conCludcd..-Applicant t s ",ctueJ. earnings under the rates . 
, .:,. , .. 

fixed in tb..:lt proceeding -CJld. t,.'l'J.e· tom of ",pplic~t fS cap1talizotio:n.· . ': " 
"-

, '. ," t,. 

, " ~',~ 

, , , 
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Will dctl2rm1n~ the 3m.ount of its earnings per shere on common stock., ' 

).pplic~t h~s fin~"lced the co'st of it::: 'Prop~rt1cs in 

gcncrt.l through the j.ssu~ of f1rs,t mo:rtgag~ bonds, preferred ::ne. 
common stock, ::md the use of :noncys evidenced 'by deprecic.tion 

t.ccrue.ls and earned surplus. It is its prD-cticc, to meet its cc.pitlill 

raquir~lUents temporarily in p~rt With o.dv:mces from Pacific Light:tng 
, , 

Co~porat1on, ml.d thereo.fter to repay such adv~ces through perm:m<m.t. 

finDllcing. In this :.pplicD.tion it reports, as indic~ted o.'bove~ that,', 

in o.dc1.i tion to the presently proposed. issue or' $6,420,000 of common 

stock it Will be ccl.led upon during '.9'50 to issue $20,000,000 of' 

bonds ,and $5,000,000 or- stock to provide fu.'"'l.ds' for plcnt edd:tt1on~ 

:md payment of indebtedness. ~e :f'ollo'W'1ng, to.bulc.t1on 'shows, aPl'l1-

cMtfs c<lpito.1 ratios as of November 30, 1949, and pro forma ra.tios, 

under the assumptions indicated: 

Common' 
Preferred Stoek 

BQnds Stock 'Eguit:2: 
A. November :30, 1949 41 .. 16 16.05- 42~79:, 
B. Pro For.mn inclueing proposed 

security issues through 1950 
1. $.31,,420,000 bonds 52.02 1.3.09 34 .. 89 
2.. $20',000,000 bonds; $11,,420,000 

4l~60 common stock 45 .. 31 13.09' 
.3. $25,000,000, bonds; $6,420,000 

co:m:non stock 48.24 1.3'.09 :3S'~'67 

<', 

It 1S, o.dv2ntagcous tor a util~ty to meet its capital re-

qu.i=c."n.cnt~ through th¢ issua of thozo types ~.nd: clo.sses ot sccur1 ties 
" 

which will provide ~e.s 1:l0~t cconomico.l1y" ~"J.~ving reg~rd, however) 

to the ~intcnance or a b~lanced ond elastic:c~pital ztructurc look

ing to the long-r~.nge effect on the utili ty ~nd,' 1 ts, consumers ratllcr 
. ' 

th<.'Ul to the imrrlcc!:tatc 1'utur,e., It 1s to' the interest of the· con-

~\ml.crs tho.t a utili ty main~in i ts capi:t~lizD.tion so as to. as!;u:re 
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thc.t o.dded. co-pi tel will be ~v~il.:lb10 in the future on !'=.vo·rable 

tem.s to meet the continuing demand for service. The testimony in. 

this proceeding Shows that funds are now availeble to applic~nt 

through the issue of common '.~ltock.. znd it appears to me th<lt<lppli

c~t should aV'.:dl itself of such tunds. If present bond ma.rket 

condi tions prevail, the $25,000,000 addi tiona.l f'intJncing' proposed 

by applicant during 1950 shoUld oe evidenced by bonds.' 

In Exhibit 6 and.Exhibit 7 in the present proceeding, 

o.pplic~t reports the book value of its sh=.res ot common stock,' 

including those proposed to be issued, at $31.;$ eo.¢h ~nd the 

liquidation value". t1:ssUtling the present surplus. is distributed to 

the stocl"..holc.ers .. at $25·.37. a sho.re·~ The comp'any, of' course, is not 

~~ process of nor faced with liquidation and ~e latter. calcu1ati¢n 

is Wi thout merit in this proceeding. The recorded 'book value of' 

$31.35 is 'b<lsed on app11crint f s book figures <lS they appeD.%' in itc 

b~ance sheet. . The order herein will authorize ~pp11c~t to issue 

and. sell~ :It pa!, to the holder of its common. stock, .S~id 256,800 

sharos or common ·stock., However, in making this order tho COmmiS,~ 
. . 

sion desires to place the comp~y upon notice. that it will not 

regZl.X'd the dividends paid .. on its COmtlon stoek ,,"s determining or 

fixing the rate o!return which the company should 'be allowed to 
, . 

c~rn, . or as representing the cost of money ootained through. th:e 

issue o·r the common stock. 

I recommend the following !or.m of order. 

Southern C~liror.ni~ Gas Comp~y having applied to the 

Co~nission for ~ order authorizing it to is~c 256,,800s~res of 

-6 
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comon stock of the ag.gregato par value of $6,,420,000, and the 

Cotmlissi'On h:.Ving considered the evidence subml:tted at the hearing 

had on this applice. ti on ond being of the opinion that the money, 

l'roperty or l~bor to be procured or paid tor through the .issue :me. 
~?J.e of said shares 'of common stock is reasonably reo .. uired .. by 

Southern Califor.ni~ Gas Com~any for the purposes herein st~ted, 

vhich purposes are not, in vhole or in ~art, reason~bly chArgeable 

to opero.t1ng expenses or to income; therefore" 

IT IS HEREBY OP.DE'REI) :IS :rollow~: 

1. Southern California Gas Corllpany, .:liter the effective 

d~te hereof and on, or before March 1, 1950, may issue and sell to 
the holder of its common stock, 'at not less than their par value, 

256" 800 ,shares of its common cap1 tal stock ot the aggreg~te pc.r value, 
I 

of $6,,420,000, said shares o,r stock to 'be offered to said holder of' 

common stock pursuant to the preemptive rights ~ontained in app11-, . " 

czmtts, articles of incorporation. 

2. Southern Co.l1fo:rnia Gas Company shC!ll use the proceeds 

received from t:"le issue' ond s:;!le of s<lid shares of common stock ,.to 

po.y :L.""l. part its indebtedness due Pacific Light'ing Corporation • 

.3.. Southern California Gas Company $h~ll file 'with the 

CommiSSion, on or before April l, 1950~ ~ report showing the name 

or the purchaser of ~aid 256,800 shares or stoek, or any part'thcrc

of, the consideration received tor the si'..ares of stock issueda.nd 
. " 

sold,' <md the purposes tor vhich', it ~xpended the proceeds, .. 

4. ~e c.uthority herein gr~ted is errccti~' upon the 

date hercof .. 
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~c tor~go1ng Opinion ~d Order are hereby approved 3nd 

~ered tiled as tho Opinion ~~d Order of the Pub11eUt111tiC$ Com~ 

mission or the State of California. 

Dtt.ted at San Fran.c1sco, California., this !?zJt. day 

or January., 19-5O. 
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